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CORRECTION OF THE NO-PAR “EVIL” 





RICHARD A. BARRETT 


N common with other ill winds, 
the wintry blast of depression 
does, it seems, blow some good. 

The general overhauling of bus- 
iness institutions, customs, and 
laws that follows in its wake is 
probably on the whole beneficial 
in effect, despite the prophecies of 
doom that such overhauling elicits 
from those firmly wedded to the 
old ways. There can be little ques- 
tion, however, that any period of 
reform and revision tends to be 
characterized by numerous “cor- 
rections” in respect to abuses that 
in the long run accomplish little 
beyond creating a temporary ap- 
pearance of activity on the part of 
the reforming parties. Examples 
of this sort of thing have been fre- 
quent enough of late to arouse a 
certain skepticism among outside 
observers. At present the elimina- 
tion of the no-par type of capital 
stock is being urged as a step in the 
reform of our corporate laws. It 
would seem that the ordinary 
observer, in attempting to decide 
whether to support any such move, 
might well ask for enlightenment 
on the following points. 





(1) Will elimination of no-par 
stock act to check outright 
fraudulent promotions? 

(2) Does the no-par share facili- 
tate the inequitable treat- 
ment of investors by insiders 
at the time corporations are 
launched? 

(3) Is the no-par share a factor 
contributing to the difficulty 
of the appraisal of security 
values by the reasonably pru- 
dent investor? 

The final answer to these ques- 
tions would, of course, involve a 
most careful survey of legal inter- 
pretations and accounting practice, 
but even a cursory examination of 
the subject would seem to bring 
out several points of interest, as 
indicated below. 


(1) Will elimination of no-par 
stock act to check outright fraud- 
ulent promotions? 


The business man type of in- 
vestor has a most definite interest 
in the checking of the fraudulent 
promotions of weird new inven- 
tions, spurious oil wells, gold mines 
that have existence only in the 
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prospectuses brandished by fast- 
talking salesmen, and the like. It 
is true that this type of activity is 
rarely a source of direct loss to the 
business man, but it does every 
year withdraw considerable 
amounts of money from the pockets 
of deserving citizens, who would 
otherwise transmute it into useful 
purchasing power, and puts this 
money into the hands of less 
socially-desirable individuals. Any 
reasonable attempts to check this 
sort of thing are of course to be 
supported. 

The elimination of no-par stock, 
however, could hardly be justified 
on such bases. The out-and-out 
dishonest promoter does not bother 
overly much with the refinements 
of accounting practice in achieving 
his ends. He paints in the bold 
colors of outright fabrication rather 
than in subtleties. In fact, because 
of the persuasive nature of the 
dollar sign on a stock certificate, 
the par figure is usually prominent 
on his enticingly engraved shares. 
Hoping to curb such activities by 
the redrawing of company acts in 
regard to forms of stock that may 
be issued would probably be as 
effective as attempting to check 
kidnapping by making it illegal to 
write ransom notes in purple ink. 
To be fair, however, the opponents 
of no-par stock place little empha- 
sis on this as a reason for its elim- 


ination. 





(2) Does the no-par share facili- 
tate the inequitable treatment of 
investors by “insiders” at the time 
corporations are launched? 


The sort of promotion we have 
in mind here is the enterprise so 
capitalized that the promoter re- 
ceives sizable segments of the 
profits earned with investors’ cap- 
ital, and at the same time risks 
little or none of his own money. 
This wreaks an obvious injustice 
in those cases where this share in 
profits cannot be justified by the 
value of intangible factors con- 
tributed by the promoter, and also 
is without doubt a contributing 
element in encouraging public flota- 
tion of extremely risky ventures. 
Business “‘pioneers’”’ who have to 
risk their own as well as other 
people’s money in new ventures are 
less inclined to unreasonable opti- 
mism than the gentlemen who find 
means to unload the costs and 
financial risks on other shoulders, 
yet still reserve the lion’s share of 
the fruits of success for themselves. 


The idea that no-par stock facil- 
itates such activity seems to stem 
from the theory that par value 
attached to a share guarantees to 
investors and creditors that every- 
one who acquires such shares at 
the time of original issue must 
either pay in an amount equal to 
par or assume a liability for any 
unpaid difference between par and 
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the purchase price. This legal 
guarantee would seem to be more 
important in theory than in prac- 
tice. There is in the Dominion Act 
express permission for the issuance 
of par value shares as fully paid up 
in return for either property or 
services, and likewise the state- 
ment that the courts will not 
enquire into the validity of such 
property unless the contract is 
impugned. Thus the hope that 
the elimination of no-par shares 
would prevent individuals who 
make no cash contributions to a 
corporation’s capital from receiving 
part of its profits would seem to be 
somewhat naive. 

Another method of achieving the 
same ends is to issue similar shares 
in a new corporation to “insiders” 
at prices far below that demanded 
from the public. Once again it is 
difficult to determine just how an 
insistence on par would prevent 
this. The present legal dicta seem 
to permit directors to issue shares 
at par as fully paid up, although 
the same shares may be command- 
ing a premium in the market. 
What, then, is to prevent shares 
with a par value of, say, $1, being 
sold to the public for $5 and to the 
promoters for $1) Granted that 
at present investors might exhibit 
a reluctance to purchase shares 
with small par value at a premium, 
there seems to be little reason to 
doubt that they could be “edu- 
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cated”’ to accept this, as they have 
learned to accept complete absence 
of par value. 


A third abuse alleged to arise at 
promotions where no-par stock is 
a feature is the “dresssing up” of 
preferred shares or bonds by offer- 
ing bonus shares. This is claimed 
to be undesirable in that it enables 
the sale of otherwise unmarketable 
issues, and further burdens cor- 
porations with the necessity of 
earning dividends for a capitaliza- 
tion that represents no tangible 
contribution. Without examining 
the question of the desirability or 
undesirability of such a practice, 
we can perhaps make the state- 
ment that insistence on par secur- 
ities will once again fail to prevent 
this practice. Bonus shares with 
a par value can be issued by the 
expedient of first selling them to 
the promoter or to the investment 
bankers and having these individ- 
uals rather than the corporation 
add the bonus. Also, we may say 
that as long as the public demands 
“dressed up” shares they will be 
presented in one way or another. 
Whether it is done through the 
medium of bonus shares, or rights, 
warrants, etc., would seem to make 
little difference. One does not 
eliminate many abuses by restrict- 
ing the form in which they may be 
accomplished. 


(3) Is the no-par share a factor 
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contributing to the difficulty of 
the prudent investor’s appraisal of 
security values? 

This question would seem to the 
lay observer to be the one most 
worthy of consideration, as the 
ever-increasing arduousness of the 
task of making accurate judgments 
of the worth of investments is a 
problem of considerable personal 
interest to the purchaser of. cor- 
porate securities. If, then, no-par 
shares contribute to this, either 
because they introduce a com- 
plicating element into already com- 
plicated financial reports, or be- 
cause they facilitate confusing 
“adjustments” to earnings state- 
ments that obscure the results of 
operations, their abolition would 
seem to be a desirable achievement. 

The investor comes to grief in 
the purchase of so-called “seasoned 
shares” usually because he and his 
fellows have appraised the value of 
these shares mistakenly. It is the 
sincere hope of many financial re- 
formers that, given proper 
information or information in a 
form that he could understand, 
the investor would not do this. 
Whether one agrees with this or 
not depends upon one’s estimate 
of the unfortunate ability of the 
investing public to erect amazing 
structures of illusion on the base 
of even the most accurate and suc- 
cinct data. Further than this, even 
the best type of financial report, of 





necessity, fails to incorporate much 
information of extreme importance 
in appraising a security, since many 
factors influencing the value of 
securities are non-financial. 

It does seem, however, that in 
the long run fewer unreasonable 
ideas as to the worth of individual 
investments will gain wide accep- 
tance, if information regarding 
financial status and operating re- 
sults is given in a clear and com- 
plete form. 

No-par stock, it is alleged, is a 
powerful factor in confusing the 
investor in that it eases the way for 
payment of dividends out of cap- 
ital. This is accomplished by set- 
ting up part of the investor’s con- 
tribution to the corporation as dis- 
tributable surplus, and then, with a 
straight face, paying it back to him 
with few if any comments as to 
where the money came from. It 
would seem that, before one indicts 
no-par stock on this count, it would 
be well to enquire into the fre- 
quency with which this abuse has 
been practiced. At least one 
gentleman of considerable repute 
in the corporate field advances the 
statement that, in actual practice, 
this has been done very infrequently 
in Canada.’ The next step is per- 
haps to ascertain whether such an 





1. Mr. W. Kaspar Fraser, K.C., in a 
s ata meeting of the Institute of 
hartered Accountants, at Toronto, 
January 11, 1935. 
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abuse can also exist with par 
shares. The indications are that 
there is no definite legal restriction 
forbidding a corporation from is- 
suing shares of $1 par for $5 and 
paying dividends out of part of the 
premium. In the case of no-par 
stock, only 25 per cent of the con- 
sideration for which no-par shares 
are issued can be treated as dis- 
tributable surplus, and the restric- 
tions applying to par value stock 
seem to be no more rigid. 
Perhaps one of the most com- 
mon procedures that seems to 
attend corporate shifts from par 
value to no-par shares has been 
the writing down of the capital 
account and then the use of the 
surplus created by this for the 
absorption of losses that might 
otherwise have to be absorbed by 
earnings. This can result in an 
overstatement of earnings and 
hence the creation of an erroneous 
impression as to the degree of 
success with which the corporation 
is operating. However, this abuse 
(if it is invariably an abuse) can 
be achieved equally as well by 
changing the value of par shares. 
It is true that the difficulties, par- 
ticularly publicity, attending such 
reduction of par capital are greater 
than in the case of no-par. Share- 
holders are often reluctant to re- 
linquish what they erroneously 
consider to be a claim. The fact 
remains, however, that itcan be done 
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in any case, and there is also the 
consideration that, even if it could 
be prevented, such prevention 
would harm the shareholders by 
making impossible needed financial 
adjustments of their corporation as 
often as it would work to their 
benefit. 


Conclusion 


This rather brief examination, 
while not attempting to exhaust 
the possibilities of the no-par stock 
controversy, does perhaps indicate 
the following. Abuses do no doubt 
exist in our corporate finance that 
frequently attend the issue of no- 
par shares, but there is as yet no 
clear demonstration of the fact 
that the same abuses would not 
continue even though all shares 
were required to bear a par value. 
In fact, there seem to be rather 
clear indications that all of these 
questioned practices can and do 
exist with par shares. To attempt 
to prevent certain financial prac- 
tices of doubtful benefit to the bus- 
iness community by merely elim- 
inating one way of carrying them 
out will probably not succeed in 
achieving any results of note in 
respect to protecting the investing 
public. No-par stock has certain 
very definite and legitimate advan- 
tages to offer a corporation using 
it, as witness the number of prom- 
inent Canadian corporations that 
have shares of this type outstand- 
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ing. The attempt to abolish it will 
no doubt meet with considerable 
opposition, and to expend energy 
that might otherwise be used in 
accomplishing such useful reforms 
as Dominion-wide uniformity of 
company law, for example, seems 
to be somewhat ill-advised, even 
though undertaken with the most 


laudable of motives. Further, 
if forbidding the issue of no-par 
does little, if anything, to 
correct financial abuses, the effect 
will tend to be a further discredit- 
ing of the ability of financial re- 
formers to accomplish any real 
results. 
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SALES QUOTAS IN CANADA 





JACK E. BOYLE 


AST spring, through the De- 

partment of Business Admin- 
istration of the University of 
Western Ontario, a study was 
made of the subject of sales quotas 
in Canada. Up to this time very 
little information was available on 
this very important part of sales 
management, and it was our object 
to establish some definite data on 
the setting up and administration 
of quota systems. 


Ninety-seven companies, repre- 
senting seventy-five different indus- 
tries who are selling their products 
in Canada, contributed valuable 
information. Because of the short 
space available here the results of 
the study will have to be considered 
in a general way. One of the most 
interesting facts of the study was 
that sixty of the ninety-seven com- 
panies were using sales quotas, and 
that forty-five of these sixty had 
found quotas much more impor- 
tant in sales management since the 
beginning of the depression than 
before. 


Some Points on Quota Setting 
and Administration 





For the purposes of the study, a 
sales quota was defined rather 
generally as either a standard of 
attainment, (mainly statistical), 
for salesmen or sales divisions for a 
future period, or a share of the 
market that a company plans to 
appropriate for itself in various 
parts of the country. 

So many comments and sugges- 
tions were received from the com- 
panies submitting information that 
in order to emphasize the more 
important points it is necessary to 
consider first, the main points 
brought out on quota setting and 
administration, and second, a stat- 
istical analysis of the results. 

The use of a sales quota is a 
definite application of scientific 
management to distribution, but 
must be thought of as a standard or 
objective, whereas the sales budget 
is only an estimate of future sales. 
The sales budget must not be con- 
fused with the quota, although in 
some cases the quota is the result 
of a breakdown of the budget on 
the basis of the various factors 
which may be taken into consider- 
ation. 
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Sales quotas may be based on 
estimates by the sales force, or 
distribution of the sales budget on 
the basis of past sales, which in 
turn may be qualified by market 
value indices. Difficulties arise 
chiefly because the basis chosen 
will not be acceptable to all mem- 
bers of the sales organization, and 
because it is hard to introduce a 
new idea into a well-established 
organization. The principles which 
are being followed at present are 
incomplete, and the cost of instal- 
ling and controlling a quota system 
is a separate problem for each 
individual situation. 

The most important basis for 
sales quotas in Canada is that of 
past sales. A number of com- 
panies have found that over a per- 
iod of time, a salesman’s results are 
a fair indication of what a territory 
will produce, especially when selling 
expenses are balanced directly 
against results produced. Another 
reason that past sales are so impor- 
tant is that the data on the varia- 
tion of buying habits in Canada, 
as related to individual products, 
are still quite incomplete. We 
have not been able to evaluate the 
average consumer’s ability or will- 
ingness to buy to the extent that 
this has been done in the United 
States. 

The main points brought out on 
quota setting were simplicity, elim- 
ination of guesswork as far as pos- 





sible, and the defining of a specific 
task. The quota must be set up 
so that it represents a fair measure 
of territorial potentiality, and it 
must lend itself to adjustment so 
that potentiality may be compared 
easily with the time and effort 
required to produce business in each 
territory. The quota must be set 
with due regard for the possible 
fluctuations in future business con- 
ditions; in other words it must be 
based partly on a forecast. Here 
personal opinions must not be over- 
emphasized. 

The approach to quota setting 
must be analytical. Markets must 
be analyzed to find out what people 
will buy, and what influences their 
buying, and the company must 
analyze its distribution channels 
to be certain whether or not they 
permit a quota system. The degree 
of rapidity with which users will 
be in the market for a new product, 
and product peculiarities, must be 
given consideration in the quota 
plan. Before attempting to set up 
any quota system, a company 
should make a complete analysis of 
past sales for a number of years 
back. The true sales quota should 
be made up on the basis of market 
potentialities plus market actual- 
ities, and the aim should be to 
bring the efficiency of the sales 
force into line with the market. 

The quotas are usually broken 
down by products, territories, or 
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individual salesmen. Companies 
whose sales show little seasonal 
variation can normally set quotas 
for longer periods than companies 
subject to wide seasonal fluctua- 
tion. This particular part of the 
problem varies with individual 
companies because of more impor- 
tant determining factors. In all 
cases the quota must satisfy the 
salesmen, and provide them with a 
fair chance of increasing their 
earnings so that they, the key men 
in the plan, will support it and help 
insure its success. Any quota plan 
should be introduced slowly, in one 
territory at a time. Failure can be 
avoided by understanding the plan, 
by giving the salesmen a fair 
chance, and by conservatively mak- 
ing over a market area and instal- 
ling the various parts of the system 
successively. 


Analysis of Sales Quotas 


In this section we shall consider 
briefly the results obtained from the 
questionnaire on sales quotas. Lack 
of space here necessitates con- 
densing the material, but a general 
idea of the set-up is given. Of 
the ninety-seven companies report- 
ing, sixty use quotas and thirty- 
seven do not. The chief reasons 
for not using quotas were because 
of a very limited market, the very 
great effect of local conditions, no 
standard of price, the importance 
of the specifications of the buyer, 
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and because of volume which 
depends on a very changeable buy- 
ing power. These reasons help to 
emphasize the importance of quota 
administration. 

Thirty-four of the sixty com- 
panies using quotas were branches 
of American companies. This indi- 
cates that American companies 
find quotas more useful than do 
companies which are entirely Can- 
adian. 

The reasons for which sales quo- 
tas are used were found to be, in 
the order of importance, (1) an in- 
centive to the sales organization, (2) 
to measure accomplishments ascom- 
pared with sales possibilities, (3) 
for budgeting purposes, (4) as a 
basis for compensation for sales- 
men, and (5) as a basis for sales 
contests. This order is the same 
for companies distributing both 
consumer and producer goods. 

The forms of quotas used by 
companies distributing consumer 
goods are, in order of importance, 
(1) those for individual salesmen, 
(2) those for the total sales of the 
company, (3) those for branch 
house areas, and (4) those for indi- 
vidual products. In the producer 


goods line the order was (1) those 
for total sales of the company, (2) 
those for individual salesmen, (3) 
those for branch house areas, and 
(4) those for individual products. 
It must not be concluded from 
this that there can be only one 
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form of quota in each company, as 
most of the companies have more 
than one. 

In both the producer and con- 
sumer goods lines the three main 
bases on which quotas are estab- 
lished are, in order of their impor- 
tance, (1) distribution of the sales 
budget on the basis of past sales, 
(2) estimates made by the sales 
force, and (3) distribution of the 
sales budget on the basis of market 
value indices. The market value 
indices used are, in order of their 
importance, (1) purchasing power, 
(2) statistics of logical prospects, 
(3) local conditions, (4) known 
trade outlets, and (5) number of 
homes. The use of past sales as a 
basis for quotas was found to be 
twice as popular as the others put 
together. 

The study also included some 
determination of the trends in the 
use and importance of sales quotas. 
Seventy-five per cent of those 
companies using quotas had found 
them much more important since 
the depression began. Most of the 
quotas are established for a year; 
this length of time had only been 
changed by a few companies in the 
consumer goods field to a shorter 


period. Sixty-four per cent of the 
companies distributing consumer 
goods and seventy per cent of the 
companies distributing producer 
goods reported that they had had 
a greater correlation between estab- 
lished quotas and actual sales 
since the depression began. 


Sixty-nine per cent of the com- 
panies using quotas claim that price 
competition in their particular in- 
dustry is due to a lack of knowledge 
of distribution costs, and seventy- 
eight per cent of the companies 
claiming that price competition is 
due to the lack of knowledge of 
distribution costs use sales quotas. 
This shows that sales quotas are 
playing an important part in the 
attempt of companies to reduce 
distribution costs. 


The results of this study show 
the importance of sales quotas, 
especially in a period of depression. 
All these factors have a bearing 
upon the type of sales quota best 
adapted to a particular situation. 
Although there is no one best 
system, there are practically no 
quota systems now in use which 
would not be justified under some 
combination of circumstances. 
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CONSUMER PURCHASING OUTSIDE 
THE CITY OF LONDON 


WALTER A. THOMPSON 


NDIVIDUALS in the highest 

purchasing groups have always 
made certain purchases in the 
largest cities. It is generally 
agreed that little can be done by 
local retailers about this phase of 
consumer out-of-town purchasing. 

Retail merchants are particu- 
larly interested in what the middle 
and lower purchasing power groups 
are doing. These make up the bulk 
of their customers. It is the pur- 
pose of this study to answer, as 
accurately as possible, the follow- 
ing questions: 

Who is buying out of London? 

In what cities are these people 
purchasing? 

How frequently are they buying 
in these cities? 

Why are they buying out of 
town? , 

What proportion of total pur- 
chases are made out of the city? 

What types of goods are pur- 
chased out of the city? 

What kinds of merchandise are 
difficult to obtain locally? 

Do people feel, upon returning, 
that they could have done as well 
at home? 


Method Followed in Study 

The accuracy that has charac- 
terized the election predictions of 
the Literary Digest is common 
knowledge. By a straw vote of 
less than 1 per cent of the total 
population, this magazine has fore- 
cast the elections of presidents of 
the United States and mayors of 
cities. Several years before the 
repeal of the prohibition amend- 
ment the Digest not only pre- 
dicted the States that would vote 
for the repeal of prohibition but 
the proportion of the people in 
those States who would vote for 
repeal. The soundness of these 
studies has been amply proved. 


The method followed in the fore- 
going studies is esrentially the same 
as used in the present study. About 
the same proportion of the total Lon- 
don population was interviewed as 
was used in the studies in the United 
States. One hundred and forty- 
one personal interviews were 
utilized instead of the mail ques- 
tionnaire. The members of the 
Sales Management Class obtained 
these interviews. This manner of 
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obtaining information is far super- this group holds related to the total 
ior to mailing questionnaires. Care [London population. All those in- 
was taken to make sure that the torviewed were divided into four 
total sample (those interviewed) 
was divided among the various 
purchasing power groups properly. 
To do this, the percentage of the 
total interviewed in the lowest pur- A complete copy of the ques- 
chasing group was made tocoincide tionnaire used in the investigation 
approximately with the percent is reproduced. 


classes: (1) wealthy, (2) well-to- 
do, (3) middle class and (4) lower 
class.’ 


OUT-OF-TOWN BUYING QUESTIONNAIRE 


1. Do you buy from out-of-town merchants? 
2. Ifso, in what towns or cities do you buy and how frequently? 


3. What percentage of your combined purchases do you make out-of-town?.... 
4. Why do you buy from these out-of-town merchants?. 


5. How does the service of the out-of-town stcres compare with the service of London 
stores?..... , 

6. Which of the following kinds of goods have you made it a point to purchase, during 
the past year, out-of-town? 


Men’s clothing............ a “4 Men’s furnishings 
Men’s shoes......... Drygoods.. 
Hardware..... 42d ; Gifts.... 

Women’s clothing... Women’s shoes.. 
Children’s clothing.......... Furniture... 


7. What kind of merchandise have you found it difficult to get locally?.. 


8. Have you ever felt, having purchased out-of-town, you could have done just as 
ES 2 TOT 


1. The actual numbers interviewed in the various groups are—wealthy 8; well-to-do 30; 
middle class 70; lower class 33. 
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EXHIBIT 1 
CLASSES OF PEOPLE, BY PURCHASING POWER, BUYING OUT OF THE CITY 
Wealthy Fairly Well-To-Do Middle Class Lower 
Yes 100% Yes 38.58% Yes 46.66% Yes 33.33% 
No 0% No 61.42% No 53.34% No 66.66% 














It is obvious from Exhibit 1 that 
all of the wealthy individuals in 
London do some buying outside the 
city. The large proportion of the 
middle class does some, while the 
second and fourth purchasing power 
groups constitute the most loyal 
London purchasers. 

The actual towns attracting Lon- 
don citizens are of interest. Wealthy 
individuals mentioned Toronto 
seven times, Hamilton twice, De- 
troit once, Chicago once, New 
York once, and St. Thomas once. 
Well-to-do people mentioned To- 
ronto seventeen times, Detroit five 
times, Windsor three times, Ham- 
ilton three times, St. Thomas 
twice, Cleveland twice, Brantford 
once and Kitchener once. The 
middle class group mentioned To- 
ronto thirteen times. St. Thomas, 
Windsor and Cleveland were each 
mentioned once. The lower group 
mentioned Toronto ten _ times, 
Detroit four times, Hamilton once, 
and Buffalo once. 

The order of importance of 
towns, regardless of purchasing 
power is: 

Toronto, mentioned by 61.0 per 
cent. 


Detroit, mentioned by 12.98 per 
cent. 
- Hamilton, mentioned by 7.78 
per cent. 

St. Thomas, mentioned by 5.19 
per cent. 

Windsor, mentioned by 5.19 per 
cent. 

Cleveland, mentioned by 2.59 


per cent. 

Kitchener, mentioned by 1.29 
per cent 

Brantford, mentioned by 1.29 
per cent. 


Chicago, mentioned by 1.29 per 
cent. 

New York, mentioned by 1.29 
per cent. 

The buying in such smaller 
towns as Kitchener and Brantford 
is due, largely, to the existence of 
friendly relations between Lon- 
don consumers and retailers or 
manufacturers in those cities. 

The frequency of purchases out 
of the city is of interest. Only 


thirty-six of those interviewed esti- 
mated the frequency with which 
purchases were made out of town. 
Of those estimating, 44.43 per cent. 
said they bought out of town once 
a year or over, 33.32 per cent. 
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every three months, 11.1 per cent. 
every month, and 11.1 per cent 
every six months. 


The Proportion of Total Pur- 
chases Made Outside London 


The wealthy interviewed dis- 
closed the following when 
asked regarding the proportion of 
total purchases made out of town: 

1—A small proportion. 

2—Five per cent. of their total. 

1—Ten per cent. of their total. 

1—One hundred per cent of their 
total. 

The well-to-do disclosed the 
following when asked the same 
question: 

1—A very small part of pur- 
chases. 

3—Five per cent. of total pur- 
chases. 

3—Ten per cent. of total pur- 
chases. 

1—Twenty per cent. of total pur- 
chases. 

1—Eleven per cent. of total pur- 
chases. 

1—Twenty-five per cent of total 
purchases. 

The results of the same question 





when asked to the middle class 
were: 

10—A very small part of pur- 
chases. 

1—Five per cent. of total pur- 
chases. 

1—Ten per cent. of total pur- 
chases. 


1—Twelve per cent. of total pur- 
chases. 

1—Fifteen per cent. of total pur- 
chases. 

The lower group responded as 
follows to the question: 

5—A very small part of pur- 
chases. 

3—Five per cent. of total pur- 
chases. 

2—Ten per cent. of total pur- 
chases. 

2—Twenty per cent. of total pur- 
chases. 

1—Thirty-three and one-third 
of total purchases. 


Reasons for Buying Out of 
Town 


There is quite a variation in the 
reasons given for buying out of 
town. A tabulation of the main 
reasons is given in Exhibit 2. 


’ 
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EXHIBIT II 























Reason given for Wealthy | Well-to-do | Middle Lower | 

out of town Class Class Class - Class Total 
Purchase Percent of Total in Class 

Price 12%% 20% | 25% 29.41% 22.94% 
Better Selection ! 

and Quality 50% 60% 68% 29.41% 52.44% 
Bought on Impulse | 

While There 12%% 10% —- 29.41% 13.11% 
Other 25% 10% 6.25% 11.76% 11.47% 














One should note in the above 
exhibit the large proportion of those 
buying outside the city for a price 
consideration. It may be noted, 
too, that the proportion rises as one 
goes down in the economic classifi- 
cation. Better selection and price 
loom up as important consider- 
ations. This is not particularly 
true, though, in the lowest class 


applies with equal strength to the 
first three groups. The purchases 
that are made on the impulse are 
of interest. They make up a fairly 
large proportion of the total. If 
Londoners go out of town to buy 
a particular goods, it is safe to 
assume that they will return with 
some unpremeditated purchase. 
If the first is diminished, therefore, 


























group. It is remarkable that it the latter will also decrease. 
EXHIBIT III 
THE IDEAS ON OUT-OF-TOWN STORE SERVICE 

Class Same Better Poorer 
Wealthy Class 40.00% 60.00% 
Well-to-do Class 74.97% 8.33% 16.66% 
Middle Class 52.37% 19.04% 28.56% 
Poorer Class 72.21% 18.00% 16.66% 
Totals regardless of Class 66.25% 15% 18.75% 
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The type of store service given in 
out of town stores is not a factor in 
causing people to go out of town 
to buy. While 15 per cent. say 
store service is better out of town, 
18.75 per cent. say it is poorer. 
Therefore, these two points cancel 
each other. It is necessary to look 


elsewhere for real reasons. 
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Type of Merchandise Londoners 
Have Made a Point of Purchas- 
ing Out of Townin the Past Year 

Londoners were submitted a list 
of articles which are most com- 
monly purchased at out of town 
points. Exhibit 4 shows the num- 
ber of times specific goods are men- 
tioned. The responses are broken 
down by the usual income groups 
while the first column gives the 
totals, regardless of class distinction. 


EXHIBIT IV 


GOODS PURCHASED OUT OF LONDON 
TIMES MENTIONED 












































Article | All Classes | Wealth lw. Il _— |: ae. 
| = y | e +to-do) Class Class 

Women’s Clothing | 30 | ‘3 | 15 | 8 | 4 
Gifts ep ete a 
Men's Furnishings | 21 | el ae ww | 3 
Drygoods | 21 | S Bbeoll Orig Coll 
Men’s Clothing | 12 | 2 6 2 | 2 
Children’s Clothing | 12 | 1 | 6 | Crh. | 
Hardware | 11 | 1 | 3 | 5 | 2 
Women’s Shoes | 10 | 1 6 | 1 | 2 
Furniture | 8 2 | s | 0 | 0 
Men’s Shoes | 8 1 4 2 | 1 
Auto Accessories 3 0 1 1 1 
Wallpaper 
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The first thing that is of par- 
ticular interest in Exhibit 4 
is the emphatic manner in which 
selection stands out as a motive 
for out of town purchasing. This 
is shown by the popularity of 
women’s clothing and gifts. When 
one reduces to a percentage the 
times that women’s clothing is 
mentioned, it is apparent that little 
difference exists between the var- 
ious purchasing power groups. This 
class of goods was most frequently 
mentioned in all, except the lowest 
economic groups. This indicates 
a substantial style consciousness in 
all groups which is not being satis- 
fied locally. 

Gift items rank well to the top 
in al] groups. It is first in the 
highest and lowest income groups. 
When one remembers the chief 
reason given by the latter group 
for out of town purchasing (i.e. 
lower price), it seems that some- 
thing should and could be done to 
reduce buying out of town in this 
group. 

Men’s furnishings rank higher 
in the upper purchasing power 
group and slightly lower in the 
lower income groups. Style con- 


sciousness and impulse buying in 
the first mentioned groups prob- 
ably account for this situation. 

It is rather remarkable that the 
popularity of purchasing drygoods 
out of town increases as one goes 
down in the economic scale. 5.88 
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per cent. of the wealthy, 11.4 per 
cent. of the well-to-do, 14.6 per 
cent. of the middle class and 17.8 
per cent. of the lower class men- 
tioned drygoods as an article pur- 
chased out of town in the past 
year. 

Out of town purchases of hard- 
ware are made most commonly by 
the middle class group. This is 
probably due to a price considera- 
tion. All classes seem equally 
interested in buying women’s shoes 
out of town. 


Out of town purchases of furni- 
ture are confined almost entirely 
to the wealthy and the well-to-do 
groups. There is little difference 
between the classes on the matter 
of men’s shoe buying. Auto acces- 
sories and wall paper are bought 
by the lower income individuals. 


Merchandise Hard to Buy 
Locally 


There are a large number of 
people who will buy goods locally 
even though they find suitable grades 
difficult to obtain. To get specific 
information on this subject, this 
question was asked—‘‘What kind 
of merchandise have you found it 
difficult to get locally?” A clear 
idea of the response to this ques- 
tion may be obtained from the 
reproduction of the actual answers 
classified by income groups. They 
are: 
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Wealthy 

“Women’s clothing, gifts and 
furniture in good quality at moder- 
ate prices.” 

“Style shirts and neckwear.” 

“Jewelry.” 

“Women’s clothing.” 


Well-to-do 

“Style in women’s clothing.” 

“Shoes.” 

“Quality furniture.” 

“Proper fit in women’s shoes.” 

“Good merchandise.” 

“‘Ready-to-wear dresses off regu- 
lar or standard sizes; silverware— 
particular design. 

““Jaeger’s goods.” 

“Gifts and hosiery.” 

“Up-to-the-minute merchandise 
novelties.” 

“Silk knitted ties.” 

“‘Women’s shoes.”’ 

“Fancy trimmings for women’s 
dresses and the matching of dress 
material.”’ 

“Trimming for dresses, smart 
belts, fringe for scarfs.” 

“Smart line of boys’ clothes.” 

“Trimming and choice of sum- 
mer dress goods.” 


Middle Class 

“Sterling silver.” 

“Grey suede cloth.” 

“Materials, drygoods to match.” 
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“Hats.” 

“Dresses for short stout people.” 
“Shirts.” 

“Dresses and shoes.” 


Lower Class 


“Not wide enough stock in most 
lines.” 


“Style goods for wife which are 
not expensive, kitchen utensils, and 
gadgets, novelties for the kiddies.”’ 

“Large size dresses.” 

“Auto repair parts.” 

“‘Women’s dresses.” 

“Not much choice in some lines.” 

“Style in women’s shoes.”’ 


“Dress goods.” 


“Notions.” 


The points just mentioned are of 
some assistance to those catering 
to the retail needs of Londoners. 
It gives a check on the question 
regarding types of goods bought 
outside the city and gives a con- 
crete basis for plans which might 
be laid to cope with the problem. 


Out of City Values Compared 


60.6 per cent. of the total be- 
lieved after purchasing out of the 
city that they do as well at home. 
Exhibit 5 shows how the various 
groups feel after a buying tour. 
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EXHIBIT V 
HAVE YOU EVER FELT YOU COULD HAVE DONE JUST AS WELL 
AT HOME? 
Wealthy Well-to-do Middle Class Lower Class 
Yes No Yes No Yes No Yes No 
57.2% 428% 174% 22.6% 53% 47% 61.9% 38.1% 
It would seem that local mer- Conclusion 


chants would have a better chance 
in going after the well-to-do citi- 
zen. It is this individual who feels 
that he could come nearer to a 
satisfactory purchase in London. 
This group is not as style conscious 
as the wealthiest group and does 
not have to watch price as closely 
as the middle and lower groups. 


An attempt has been made to 
clarify the picture regarding out 
of town buying. It is quite clear 
that all groups are affected by 
this urge. Intelligent action on the 
part of retail merchants can only 
be taken when all facts are known. 
This paper gives many of the facts. 





CONSTITUTIONAL PROBLEMS OF THE 
UNEMPLOYMENT BILL 


MAYER LERNER 


The constitutionality of this Bill is debatable. Inasmuch as 
the author of this article deals with one side of the case, argu- 
ment on the other side will be presented in the next issue. 


N January 29, the Prime Min- 

ister brought before the 
House of Commons, for its first 
reading, Bill Number Eight, “An 
Act to establish an Employment 
and Social Insurance Commission, 
to provide for a National Employ- 
ment Service, for Insurance against 
Unemployment, for aid to Unem- 
ployed Persons and for other forms 
of Social Insurance and Security 
and for the purposes related there- 
to.” To the average citizen the 
general idea seems to be to create 
an unemployment insurance 
scheme, but the preamble to the 
Bill is most confusing. 

In order to extricate Canada 
from a political and social dilemma, 
Mr. Bennett has thrown the Do- 
minion and its provinces into a 
constitutional controversy. Few 
Canadians direct much thought to 
the question of the rights of the 
provinces and the rights of the 
federal government as set forth 
in the British North America Act. 
One can, however, trust one’s 


political opponents to call to their 
aid such redoubtable allies as the 





—Editor’s nole 


presentation of constitutional 
rights. 


The Treaty of Versailles 


Briefly, the preamble to the Bill 
says that since Canada was a signa- 
tory to the Peace of Versaillles in 
1919, and in that treaty, among 
other things, agreed to secure and 
maintain fair and humane labor 
conditions for men, women and 
children. Since it is essential 
to the peace, order and good gov- 
ernment of Canada to provide for 
a national employment service and 
insurance against unemployment, 
therefore, this legislation has been 
proposed. 

The reference to the Treaty of 
Peace does not seem to be sufficient 
to put the Bill properly within the 
powers of the Federal government. 
Mr. Bennett argues that by being 
a signatory to the Treaty, Canada 
is bound to the International 
Labour Organization clauses in 
that treaty and being so obligated 
must legislate according to its 
terms. The British North Amer- 
ica Act gives the Federal govern- 
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ment these powers, but the treaty 
has provisions which are purposely 
created not to offend federally- 
organized states. 

Part XIII. of the Treaty of Ver- 
sailles, 1919, is reproduced in all 
the later peace treaties, and covers 
the clause of the International 
Labour Organization by which Mr. 
Bennett claims he is bound. In 
1900, at Basle, the International 
Association for Labour Legislation 
was formed. It was subsidized by 
certain governments and was 
strictly a private organization. It 
conferred in 1905, 1909 and 1913 
and had by that time become a 
noteworthy organization. At the 
conclusion of the war the prob- 
lems of labour were part of the 
consideration for a peace and a 
commission sat in February and 
March of 1919 to work out a text 
which was incorporated in April 
in the Treaty of Versailles. 

This text called for the forma- 
tion of the International Labour 
Organization to promote universal 
peace based on social justice by 
reason of equitable conditions of 
labour. It stated that labour condi- 
tions could only be regulated prop- 
erly by international cooperation; 
demanded a maximum working 
day and week to be fixed; the pre- 
vention of unemployment; ade- 
quate living wages and protection 
for workers against sickness. The 
organization was to meet at least 
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once a year and each member state 
was to send four representatives. 

By its conventions each mem- 
ber state undertakes to submit 
within a year from the closing of a 
conference, or in special circum- 
stances within eighteen months, 
the recommendations or draft con- 
ventions to the authorities in each 
state within whose competence 
lies the matter, for the enactment 
of legislation or any other action. 
The states have not undertaken to 
adopt these recommendations auto- 
matically, but merely to submit 
them to authorities competent to 
enact them. They are still free to 
ratify the recommendations if they 
feel so inclined. The whole struc- 
ture and its mechanism is so con- 
stituted that it gives each state 
the power to do as it wishes and 
relies solely on the foundation that 
each party to it will keep faith and 
see that justice will animate cor- 
porate humanity. 


Canada in a Peculiar Position 


For those countries that have a 
unitary government no difficulty 
presents itself. As stated above, 
however, in a federally organized 
state the exemption is purposely 
there, giving the opportunity to 
object or approve if necessary. 
There is, therefore, no obligation 
upon a country constituted like 
Canada or the United States to 
enact any legislation because it is 
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a party to this Treaty. By the 
same reasoning that part of the 
preamble has no justification and 
does not require the withdrawal of 
any legislative power from the 
Provinces and a subsequent vest- 
ing in the Dominion as “necessary 
and proper for the performing of 
obligations under a treaty.’”’ The 
language of the Treaty Power sec- 
tion of the British North America 
Act is definite. It states that the 
Dominion has power to legislate or 
administer only when the Dominion 
has accepted an obligation to legis- 
late or administer because it is asig- 
natory. A close examination of the 
Treaty cited in Bill Number Eight 
imposes no such obligation. The 
constitutionality of the proposed 
legislation must be sought else- 
where. 

The preamble also says “and 
whereas it is essential for the peace, 
order and good government of 
Canada .” By Section 91 
of the British North America Act 
legislation which is necessary for 
Canada can be enacted by the 
Dominion. The words that are so 
quoted from the preamble of the 
Bill are the actual terms used in 
the preamble of Section 91 of the 
British North America Act. As 


oe 


against this, Section 92, Clause 13, 
gives each province the exclusive 
power to make laws relating to the 
property and civil rights in the 
provinces. Here lies the real con- 





stitutional difficulty. It is 
obvious that the proposed legisla- 
tion is a step forward in the social 
system of the country. Who is to 
say, however, other than the Privy 
Council, that the legislation is such 
that it should be taken from Clause 
13 of Section 92, where it technically 
belongs, and given to the federal 
government? 


Cases Bearing on the Issue 


Viscount Haldane’ has said, “It 
must be taken to be now settled 
that the general authority to make 
laws for the peace, order and good 
government of Canada, which the 
initial part of Section 91 of British 
North America Act confers, does 
not, unless the subject matter of 
the legislation falls within some 
one of the enumerated heads which 
follow, enable the Dominion Par- 
liament to trench on the subject 
matters entrusted to the provin- 
cial legislatures by the enumeration 
of Section 92.” 


The question is raised whether 
the Prime Minister has proposed 
the Bill because he has the thoughts 
as expressed in Viscount Haldane’s 
judgment. The opposition to the 
Bill suggests that this is not the 
case. It attempts to bolster its 
attitude by making capital of the 
constitutional doubts of the valid- 


1. Alt General for Alberta vs Attorney 
General for Canada, 1916, A.C. p. 588. 
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ity of the legislation as are set out 
herein. 

Viscount Haldane, in another 
judgment,’ referred particularly to 
the powers in Section 91, given by 
virtue of the wording “‘peace, order 
and good government of Canada,” 
as follows: 

“The first question to be an- 
swered is whether the Dominion 
Parliament could validly enact 
suchalaw. Their Lordships ob- 
serve that the law is not one 
enacted to meet special conditions 
in wartime. It was passed in 1919, 
after peace had been declared and 
it is not confined to any temporary 
purpose, but is to continue without 
limit in time, and to apply through- 
out Canada. No doubt the initial 
words of Section 91 of the British 
North America Act confer on the 
Parliament of Canada power to 
deal with subjects which concern 
the Dominion generally, provided 
that they are not withheld from 
the powers of that Parliament to 
legislate, by any of the express 
heads in Section 92, untrammeled 
by the enumeration of special 
heads in Section 91. It may well 
be that the subjects of undue com- 
bination and hoarding are matters 
in which the Dominion has a great 
practical interest. In special cir- 
cumstances, such as those of a 
1. Re Board of Commerce Act 1919, and 


the Combines and Fair Prices Act 
1919, (1922 A.C. 191). 





CONSTITUTIONAL PROBLEMS oF UNEMPLOYMENT BILL 27 








great war, such an interest might 
conceivably become of such para- 
mount and overriding importance 
as to amount to what lies outside 
the heads in Section 92, and is not 
covered by them. The decision in 
Russell vy. The Queen appears 
to recognize this as constitution- 
ally possible, even in time of peace; 
but it is quite another matter to 
say that under normal circum- 
stances general Canadian policy 
can justify interference, on such a 
scale as the statutes in controversy 
involve, with the property and 
civil rights of the inhabitants of 
the Provinces. It is to the Legis- 
latures of the Provinces that the 
regulation and restriction of their 
civil rights have in general been 
exclusively confided, and as to 
these the Provincial Legislatures 
possess quasi-sovereign authority. 
It can, therefore, be only under 
necessity in highly exceptional cir- 
cumstances, such as cannot be 
assumed to exist in the present case, 
that the liberty of the inhabitants 
of the Provinces may be restricted 
by the Parliament of Canada, and 
that the Dominion can intervene 
in the interests of Canada as a 
whole in questions such as the 
present one. 

“Normally, the subject matter to 
be dealt with in the case would be 
one falling within Section 92. Nor 
do the words in Section 91, the 
‘Regulation of trade and com- 
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merce, if taken by themselves, 
assist the present Dominion con- 
tention. It may well be, if the 
Parliament of Canada had, by 
reason of an altogether exceptional 
situation, capacity to interfere, 
that these words would apply so as 
to enable that Parliament to oust 
the exclusive character of the 
Provincial powers under Section 
92.” 


A Limited Amendment One 
Alternative 


Of course the whole difficulty 
might be solved by applying to 
the British Parliament for an 
amendment to the British North 
America Act validating the partic- 
ular legislation in question. Some 
provinces might oppose the amend- 
ment and yet again it might go un- 
contested. It could be such as to be 
limited only to the particular stat- 
ute or statutes which were in ques- 
tion and so a general principle 
would not be involved. 


In his speech on February 18, 
when the Bill was given its second 
reading, Mr. Bennett made much 
of another argument. He pointed 
out that the measure was one which 
no province could enact. The prob- 
lem was one of indirect taxation 
and the provinces had powers to 
tax only directly. 


“Parliamentary 


In Bourinot’s 





Practice, Canada,” this problem 
is discussed and a comparison is 
made of the construction of the 
American constitution and the 
British North America Act. In 
the United States all powers that 
are not expressed specifically for 
the Federal government are re- 
served for the constituent states. 
As Sir John A. McDonald stated, 
the authors of the British North 
America Act had an opportunity 
of examining the workings of the 
American constitution and drafted 
the Act so that it would not en- 
counter the same difficulties as had 
arisen in the United States. An 
attempt was made, and with appar- 
ent success, therefore, to enumerate 
the exact powers of the provincial 
governments, leaving to the Domin- 
ion Government the general powers 
of legislation not sospecifically desig- 
nated for the provinces. It would 
seem unsound to hold that because 
the provinces cannot enact legisla- 
tion, such as asked for in the Bill, 
the Dominion candoso. The power 
must reside somewhere. Those who 
prepared the British North Ameri- 
ca Act in 1867, however, did not 
contemplate an economic debacle 
in the fourth decade of the 20th 
century, nor did they make provis- 
ion for the passing of a bill such 
as now proposed in the year 1935. 
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In opposition, Chief Justice 
Ritchie! said: 

“It has also been contended that 
no legislative powers to prohibit 
exist in the Dominion. I must 
respectfully, but most emphat- 
ically, dissent from this proposi- 
tion. I cannot for one moment 
doubt, that by the B.N.A. Act 
plenary power of legislation was 
vested in the Dominion Parlia- 
ment and Local Legislatures re- 
spectively to deal with all matters 
relating to the purely internal 
affairs of the Dominion, unless, 
indeed, anything could be found in 
the Act in express terms limiting 
such power, each, of course, acting 
within the scope of their respective 
powers; and, therefore, where one 
has not the power so to legislate, 
it necessarily belongs to the other. 
If this be so, then the question is: 
is this legislation within the powers 
conferred on the Dominion Par- 
liament, or does it encroach on the 
powers exclusively confided to the 
Local Legislature? For, with its 
expediency, its justice or injustice, 
its policy or impolicy, we have 
nothing whatever to do. 

“Much has been said as to the 
analogy of the Dominion Parlia- 
ment and Local Legislatures with 
the Congress of the Federal Gov- 
ernment and the State Legisla- 


1. Canadian Su, Court Reports 1880, 
v. 3, p. 535, City of Fredericton vs The 
Queen. 
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tures of the United States. But 
the constitution of the United 


States and the constitution of the 
States as regards the powers which 
each may exercise, are so different 
from the relative powers of the 
Dominion Parliament and Provin- 
cial Legislatures, that the cases to 
be found in the American books, 
with regard to the powers of the 
State Legislatures in prohibiting 
the sale of intoxicating liquors, 
afford no guide whatever in the 
determination of the powers of the 
Local Legislatures and the Domin- 
ion of Canada. The Government 
of the United States is one of 
enumerated powers, and the Gov- 
ernments of the States possess all 
the general powers of legislation. 
Here we have the exact opposite. 
The powers of the Provincial Gov- 
ernments are enumerated and the 
Dominion Government possesses 
the general powers of legislation.” 


No one is in a position to say 
which is the correct view in con- 
nection with the proposed legis- 
lation. The case from which Chief 
Justice Ritchie is quoted dealt 
with the application of the Canada 
Temperance Act, 1878, the Domin- 
ion Statute, as it affected the pros- 
ecution and prohibition of the sale 
of intoxicating liquors in a certain 
hotel in Fredericton. In this case 
it had been argued that the law 
was ulira vires to the Federal 
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government. Assuming that the 
opinion of the learned Chief Jus- 
tice in that case stated the problem 
correctly it is still necessary to 
decide definitely whether Bill Num- 
ber Eight falls within any of the 
enumerated heads of Section 92. 

This point is debatable and 
whether it does or it does not fall 
within the powers of Section 92 
brings forth a divided opinion. 
The decision of any provincial 
legislature or the Federal govern- 
ment will not fix the constitution- 
ality of the measure. Since the 





passing of the British North Amer- 
ica Act they are precluded in de- 
ciding these matters for themselves. 
The only solution appears to be 
the references of the Supreme Court 
of Canada. If this is not satis- 
factory to the opponents or pro- 
ponents, then a reference must be 
made to the Privy Council. A 
simple method might be to have 
an accord of the provinces to dele- 
gate such authority to the Federal 
government and to have an amend- 
ment to the British North America 
Act passed tocover this special case. 
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Two Important Achievements of the League 


ARTHUR G. 


HE adjustment of the Yugo- 

slav-Hungarian dispute and 
the use of an international police 
force in the Saar during the recent 
plebiscite have been striking trib- 
utes to the value of the League in 
providing the international machin- 
ery for collective action. 

A very tense international situa- 
tion was created when Yugoslavia 
laid complaints before the Council 
of the League charging Hungarian 
authorities with complicity in the 
murder of King Alexander. Shortly 
after this complaint, by way of 
reprisal the Yugoslav government 
began the expulsion of 3,000 Hun- 
garians on the ground that their 
labor permits had expired, and 
threatened to apply the same meas- 
ures to all Hungarians in Yugo- 
slavia, totaling about 27,500. These 
expulsions, which involved women, 
children and the aged were in 
many cases carried out with un- 
necessary brutality and naturally 
aroused public feeling in Hungary 
to fever heat. 

One is bound to observe, how- 
ever, that Yugoslav claims against 





DORLAND 


Hungary for harbouring political 
assassins would have been mater- 
ially strengthened if its govern- 
ment had demolished the memor- 
ial at Sarajevo to the murderers 
whose brutal act on Austro-Hun- 
garian soil in August nineteen- 
fourteen started the World War. 
If this, as the Sarajevo memorial 


Suggests, was a meritorious and 


patriotic act, why not the more 
recent act of Croatian assassins on 
French soil? Two wrongs never 
made a right. Nevertheless the 
Yugoslavs would elicit more sym- 
pathy in their protest against 
political assassinations if, by re- 
moving the memorial to the Sara- 
jevo assassins, they thereby offi- 
cially repudiated such methods. 
The League Council handled the 
recent dispute with commendable 
tact and dispatch. It adopted a 
resolution designed to salve the 
feelings of Yugoslavia without in- 
justice to Hungary. It condemned 
the assassination of the Yugoslav 
King, who was referred to as “the 
unifier,” but at the same time it 
insisted that all those responsible 
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should be punished, expressing its 
belief in the good faith of the Hun- 
garian government to take at once 
punitive action in the case of any 
of its authorities whose negligence 
in taking proper preventive meas- 
ures may have made them in any 
measure culpable. Thus a dispute 
which threatened to develop into 
a war in defense of “national 
honor,” has been peacefully ad- 
justed by the principal European 
powers who resorted to the method 
and machinery of the league. 


The First International Police 
Force 


The use of an international police 
force in the Saar during the recent 
plebiscite is another incident of far 
reaching significance in the history 
of international relations and sets 
an important precedent for the 
future. In order to prevent all 
possibility of a clash with Germany 
during the Saar plebiscite, France 
at a meeting of the League Council 
on December 5th, 1934, undertook 
to abstain from military interven- 
tion in the Saar, provided Germany 
did likewise. The German gov- 
ernment promptly accepted the 
friendly gesture of France, where- 
upon Great Britain, reversing the 
position formerly taken by Sir 
John Simon, offered to contribute 
troops to an international force 
which would be charged with the 
preservation of order during the 





plebiscite. This force was to be 
augmented by additional contin- 
gents from Italy, Sweden and the 
Netherlands, to be commanded by 
a British General under the direc- 
tion of Mr. G. G. Knox, the British 
President of the Saar Commission. 
The presence of this international 
police force in the Saar proved to 
be invaluable, and was welcomed 
by the inhabitants of the Saar 
Valley as the best guarantee of 
carrying out the intention of the 
plebiscite, which was accomplished 
without any serious disorder. 

Thus for the first time since the 
inception of the League, an inter- 
national police force has been 
placed at its disposal, an idea that 
lovers of peace have long cherished, 
and cynics have always declared 
to be impossible. Nevertheless the 
impossible has been again achieved 
as a result of the collective action 
of the League; and consequently 
we may look forward to seeing a 
more widespread interest in this 
experiment of an international pol- 
ice so successfully demonstrated in 
this first significant essay. 


The Internationalisation of 
Civil Aviation 

The paralyzing fear of sudden 
and overwhelming attack from the 
air more than any other single con- 
sideration has militated against 
the willingness of the European 
nations to cooperate either in some 
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collective system to enforce peace 
or to disarm. In this connection 
an arresting proposal has been 
gaining support in certain quarters 
to internationalise all civil aviation 
as the most effective way of deliv- 
ering nations from this incubus. 
The abolition of military aviation 
only would accomplish nothing, 
since civil aircraft manned by 
skilled pilots may instantly be 
turned over to aggressive warfare 
as instruments of sudden and 
deadly destruction. Accordingly 
there has been advocated the com- 
plete international ownership by 
an international public utility cor- 
poration of all air craft operated by 
big commercial lines throughout 
the world, international control 
under an international board of all 
major airports and aerodromes, a 
completely internationalised ser- 
vice of pilots, organised on an 
international basis and paid by an 
international budget. 

The proposal has tremendous 
possibilities. Even in her present 
belligerent mood Japan might lis- 
ten favourably to such a scheme, 
since American “merchants of 
death” have been enthusiastically 
pointing out to prospective Chinese 
customers that American aircraft 
can be procured which, carrying 
1,200 pounds of specially destruc- 
tive bombs, can fly 1700 miles 
without refueling, at a speed of 
219 miles an hour. Consequently 
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they point out that Chinese airmen 
could at any time they choose hop 
over to Japan and, leaving a trail 
of flaming hell in their wake, 
return to the Chinese coast with 
enough fuel for at least three hours 
more flying to some protected 
inland base. Japan, as well as the 
European nations, may eventually 
realise that there is no ultimate 
security either in armaments or in 
aircraft. The internationalisation 
of all such potential instruments of 
destruction would appear to be the 
only real security. 


The Proposed Indian Govern- 
ment Bill 


From the point of view of 
Imperial policy as well as British 
politics, few questions in recent 
times have been so keenly debated 
in the British House of Commons 
or attracted such world wide com- 
ment as the proposed Home Rule 
plan for India. At one time the 
question threatened to create a 
serious schism in the Conservative 
party, especially after the party 
conference held in Bristol during 
November, 1934, when the fear was 
expressed that the Indian issue 
might do for the Conservatives 
what Ireland did for the Liberal 
party in the “eighties.” But Mr. 
Baldwin took the party bit in his 
teeth and held it with as much 
determination as he displays when 
smoking his famous pipe, with the 
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result that his party very largely 
supported the Government’s Indian 
policy. Prominent Conservatives 
like Sir Austen Chamberlain, for 
example, who at first had opposed 
the measure, were finally won over 
and ended by giving it their hearty 
support. In fact in the final 
debates in the House of Commons, 
Sir Austen Chamberlain is credited 
with effectively extinguishing with a 
friendly douchesome of Mr. Winston 
Churchill’s most brilliant fireworks 
in opposition to the scheme. In 
the final stages of the debate there- 
fore, only a small intransigent 
Conservative minority, led by Lord 
Lloyd in the Upper House and by 
Mr. Winston Churchill in the Com- 
mons, remained hostile to the bitter 
end. 

The actual figures as recorded on 
the division are interesting. Appar- 
ently 334 Conservatives voted with 
the National Government in sup- 
port of its Indian policy, while only 
77 voted against it. Of this num- 
ber two opposing members were 
from Oxford University which (to 
quote “The Times’’) “thereby per- 
petuated its claim to be the home 
of lost causes and of forsaken be- 
liefs." Supporting the proposed 
legislation in the Commons were 
410 members, representing exactly 
two-thirds of its total strength. In 
the House of Lords 239 peers voted 
for the proposed policy represent- 
ing approximately a similar pro- 





portion of its numbers as favour- 
able. Support of the Government’s 
Indian policy—the result of over 
seven years strenuous investigation 
—has therefore been overwhelm- 
ingly demonstrated. 

Those who opposed the measure 
consisted of a curious alliance of 
labour with that group of Conser- 
vative members led by Mr. Win- 
ston Churchill, who have been con- 
sistently hostile. The two sections 
of Liberals were solid in their sup- 
port; though it is rather significant 
that Mr. Lloyd George, at the very 
moment when he is staging a 
return to active politics, took abso- 
lutely no part by speech or vote in 
deciding one of the greatest Imper- 
ial questions of this generation. 
The principal difference between 
the two schools of thought in their 
attitude toward Indian Home Rule 
seems to have been that those who 
supported the proposed legislation 
were prepared to face the difficul- 
ties inherent in a solution which 
they frankly admit is not perfect; 
while the others would avoid those 
difficulties either by a reactionary 
policy or by surrender to the most 
extreme Indian demands of inde- 
pendence. This would apparently 
explain the bringing together of 
such diverse elements as the Con- 
servative die-hards on the one hand, 
and labour on the other in their 
united opposition to the proposed 
legislation. 
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Great Britain has been acclaimed 
as the world’s greatest guardian of 
democracy. Surely this is no idle 
boast, since in the face of rising 
Dictatorships all over the world her 
government has announced its in- 
tention of vastly extending the 
system of democratic government 
to the millions of India. Mr. 
Baldwin rose to great heights when 
in the final debate he defended this 
notable extension of the democratic 
system. In this connection he also 
sought to expose the entirely false 
analogy between India and Ireland 
which had been used by the opposi- 
tion to emphasize what they re- 
garded as the perils of the scheme. 
There is no reason, Mr. Baldwin 
pointed out, to fear unending bit- 
terness in the people of India since 
they have not been exposed to long 
years of foreign oppression. There- 
fore, he argued, the people of Ire- 
land, morbidly conscious of a cruel 
past, differ altogether from those 
of India where history will bear 
witness that British administration 
has been capable, just and benefi- 
cent beyond all previous Oriental 
experience. It is only when the 
fathers have eaten sour grapes 
that the children’s teeth are on 
edge. 


Indian Reactions to the 
Proposed Bill 


In India, as in Great Britain, no 
one claims that the proposed legis- 
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lation is a final and irrevocable 
settlement of the constitutional 
problem. Generally speaking it 
appears as if Indian Liberals, Mod- 
erates and Independents incline to 
the view that it would be better to 
accept the new constitution and to 
work for its amendment along con- 
stitutional channels than to reject 
absolutely the real democratic and 
political gains which the proposed 
legislation will introduce. The 
threat of the Indian Congress or 
Nationalist Party to boycott the 
constitution has won no wide 
approval; while the majority opin- 
ion, so far as it is expressed at all, 
favours the introduction 
of the scheme at the earliest 
possible date. The opposition of 
the Indian Congress Party need 
not be taken as seriously as its 
leaders take themselves, for the 
simple reason thet while they would 
like to give the impression, par- 
ticularly abroad, that the Congress 
Party is fundamentally a national 
organization, it has on the contrary, 
always been primarily a Hindu 
movement. Mr. Gandhi and other 
leaders of the so-called “nationalist 
movement” too often have chosen 
to ignore the facts of Indian life 
and conditions in the hope of giv- 
ing the semblance of a national 
political unity which in the nature 
of Indian life and conditions does 
not as yet exist. 

The presence of minority Mo- 
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hammedan communities and of a 
vast host of social outcasts from 
Hindu society are stubborn facts 
that cannot be ignored. Mr. 
Gandhi’s recent and most com- 
mendable campaign on behalf of 
these social outcasts, the so-called 
“‘Untouchables,”’ is evidence of the 
unwarranted claims of the Congress 
Party which, if it accomplished its 
aims, would establish what could 
only be a Hindu oligarchy. On 
the other hand the proposals of the 
British Government are based on 
the principle of giving justice to 
every community in India at the 
expense of none; and it is futile for 
the Congress Party to keep up any 
longer the pretense of representing 
all the social and political elements 
in India. 

The friendly and cooperative 
attitude shown by the native 
Indian princes in their willingness 
to enter the proposed federal scheme 
to enter the proposed federal 
scheme of government has been 
the most encouraging feature of 
the whole situation. The main- 
tenance of this cooperative spirit 
is absolutely essential for the future 
success of the government of India. 
The particular anxiety that will 
affect all future governments is 
that the right men will be forth- 
coming from Great Britain to help 
India forward in her present great 
experiment. Everything will de- 
pend in the last resort on the 





accessibility, tact, judgment and 
courage of those Viceroys and 
Governors to whom in a special 
manner under the anticipated gov- 
ernment the future of India is com- 
mitted. But so long as British pub- 
lic life maintains its present high 
standards of public service and 
integrity, we need never despair 
that the British Empire-Common- 
wealth will fail for the lack of men 
to serve it. 


A New Deal for Canada 


Our allotted space does not per- 
mit any extended comment on the 
Canadian political situation, though 
one may safely predict that any 
deficiency here will be more than 
compensated by the floods that 
will be unloosed during the ensuing 
months. Meanwhile the Conser- 
vative press is seeking to educate 
the party along the lines of Mr. 
Bennett’s pronouncements by dis- 
cussions on the historic occasions 
in the past when the Conservative 
party has abandoned its traditional 
positions to consolidate new 
ground. Mr. Woodsworth is not 
so sure that this “new ground” 
may not prove to be the same old 
tory back-lot. Mr. King’s brilliant 
flashes of silence with which he has 
illuminated the immediate past 
have been broken by some obser- 
vations about “free-trade” and 
parliamentary privilege. Mr. Ben- 
nett has made a deep impression 
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by his obvious sincerity, and the 
outcome of his courageous gesture 
will be watched with intense inter- 
est. It would be very awkward, 
however, if after his pronounce- 
ments of policy he should find him- 


self in the position of a man who 
on blowing the trumpet for the 
charge looks around to find nobody 
following. It would be still more 
awkward if the trumpet blast 
should be nothing but wind. 





A SURVEY OF THE MARKET FOR ORDINARY 


LIFE INSURANCE 


THOMAS A. NIXON 


USINESS can no longer be 

run satisfactorily on the rule- 
of-thumb basis. In the past, com- 
panies, large and small, have de- 
pended on the intuition, and the 
judgment gained by experience, of 
one or perhaps a few men. But 
today the ramifications of large 
enterprises preclude guesswork. 
Too much time and money can be 
lost as the result of a faulty decis- 
ion. 


Science has been gradually work- 
ing its way into business. The 
machine was successful in cutting 
down the costs of production as 
well as speeding up the process. 
The use of applied mathematics as 
an aid to accounting has enabled 
firms to spread their prepaid and 
deferred costs equitably over defin- 
ite periods of time. Scientific 


methods have also been used in 
the field of office management. 
But it is only within the last very 
few years that business executives 
have realized the expediency of 
scientific method in the control of 


sales. As it has increased the pro- 
ductivity of other branches of 
business there is every reason to 
believe that it will increase the 
effectiveness of the sales depart- 
ment. 


Insurance companies have no 
definite means of knowing how 
much insurance the man on the 
street thinks he should carry on 
his own life. The manner in which 
insurance companies have with- 
stood the difficult period of the last 
few years is a tribute to the effi- 


‘ciency of their management. But, 


regardless of how experienced or 
efficient their executives and sales- 
men may be, they can never know 
for certain how much insurance 
“John Doe” thinks he should carry. 
The purpose of this survey is to 
attempt to find out from “John 
Doe” how much life insurance he 
actually wants, and why. 


The scope of the survey is defin- 
ite. With many helpful sugges- 
tions from the sales executives of 
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The London Life Insurance Com- 
pany the questionnaire was drawn 
up. The persons interviewed were 
only those who were prospective 
purchasers of ordinary life insur- 
ance. This limitation increases the 
value of the results. The old idea 
in market analysis was to use a 
great many cases and exert little 
or no control over them. The 
most modern methods, advocated 
by a few men after long experiment 
with scientific data, involve the 
use of a small number of cases well 
controlled. In this analysis 104 
satisfactory complete interviews 
are considered. They were all con- 
ducted in London and St. Thomas, 
typical Ontario cities, and chiefly 


with men ranging between thirty 
and fifty years of age. 


The method of conducting the 
interviews is worth noting. Each 
person was assured that their name 
was not to be associated in any 
way with the information they 
were giving. The interviewers 
made it clear that they were not 
representing any particular com- 
pany and that no insurance agent 
would cal! on them as a result of 
the interview. This approach was 
found to be very effective in break- 
ing down their natural resistance 
and in practically every case there 
was no tendency to withold infor- 
mation. 


EXHIBIT I 
QUESTIONNAIRE 


I. What is your attitude toward life insurance?. 


(a) Is it more favourable now than it was 5 years ago?. 
(b) Have recent economic experiences affected your opinion of insurance as an 


investment?... 
(c) If yes, in what waye?.. 


II. If you were buying additional insurance tomorrow would you buy it for: 


(a) Business purposes?. 
(b) Family protection?.... 
(c) Old age income?..... 


(d) Investment purposes ?.. 
(e) Education of children?. 
(f) 


III. What method do you favour for planning for your old age: 


(a) Use of annuities?... 


(c) Investment in bonds or 


(b) Accumulation of cash values of life stocks?... 


insurance). 


(d) Put money inSevings Bank? 


a) . f 
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IV. (a) Do you read insurance advertising material sent to you by mail? 
(b) Do you read insurance advertisements in magazines and newspapers? 
(c) Do you consider the advertising material of insurance companies in news- 
papers and magazines effective?... 
V. (a) How do insurance men compare as salesmen with deat ilhitiaien calling 
SEER ER RS TES SIE i eee 


(b) In what way y could life insurance 2 salesmen’ 8 methods be improved? 


(c) 1. Do you consider them well informed). Td Do too many 
call on you?.. woud. Do you consider them too eeunen 


VI. What percentage of your income do you feel should be spent on insurance? 


VII. Do youown: 1. Ordinary life insurance). How much? 
2. Industrial insurance?.. 3. Group insurance?.. 
A. (a) Do you consider your present insurance adequate? 
(b) If not, how much more do you feel you need?. 
(c) What type would you select if you were buying more insurance? 


(d) Why don’t you buy more?. 
Answer B. only if no ordinary insurance owned. 
B. (a) Did you ever own life insurance?...... 
(b) Do you own fraternal insurance only?.... 
(c) Do you pay regular rates for insurance, or higher? 
VIII. For what immediate reason did you buy insurance?. 


IX. (a) Have you ever actually initiated the purchase of a policy with an agent? 


(b) Under what conditions?... 
X. When you sats your last insurance how long had you known the agent? 


XI. Was the agent or the company behind the agent more important in oe 
your final decision)... Moreh mers zi 
XII. (a) Does your wife own life siiiiimeaed 
(b) Has your wife been favourable or unfavourable to your purchasing your 
present insurance?.. 
(c) Is she favourable or unfavourable to your © purchasing additional insur- 
ES Sn 

(d) How much insurance does your wife approve of)... 

XIII. Do you prefer: 
1. To leave your insurance in a lump sum to your wife? 
2. To leave it to the insurance company to administer in the form of regular 
income?... 

3. To have it administered by a trust company?.. 
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XIV. 


XV. 


II. 


III. 


IV. 
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Has any insurance salesman made out for you a survey or audit of your life 
PIII won. scsvasecscerns 
io ;..:..- ; Occupation........................Married or Single........................ 
Children....... ieee Other Dependents............. a! 
EXHIBIT II 
SUMMARY OF REPLIES 
(a) Is it more favourable now than it was Yes 58% 
five years ago? No 42% 
(b) Have recent economic experiences Yes 52% 
affected your opinion of insurance No 48% 
as an investment? 
(c) If yes, in what ways? More favourable 9% 
Less favourable 10% 
If you were buying additional insurance tomorrow would you buy it for: 
(a) Business purposes). .............. 16% (d) Investment purposes?.....32% 
(b) Family protection?..........................70% (e) Education of children?....28% 
(c) Old age income?..............................51% 
What method do you favour for planning for your old age: 
(a) Use of annuities?.............................43% (b) Accumulation of cash values 
of life insurance?........ 46% 
(c) Investments in bonds or stocks?.....32% (d) Put money in savings 
aEP..........0.0. Se 
(a) Do you read insurance advertising Re ecticsa ..30% 
material sent to you by mail? een 48% 
Sometimes... 22% 
(b) Do you read insurance advertisements Teens... bes. 410% 
in magazines and newspapers? WB issitivns. 33% 
Sometimes.....................27% 
(c) Do you consider the advertising mater- eee = 
ial of insurance companies in news- TR Te 
papers and magazines effective? Sometimes.... 12% 
. (a) How do insurance men compare as Better... 45% 
salesmen with other salesmen calling Same...... ; 39% 
on you? Inferior....... — | 
(c) 1. Do you consider them well informed? ne veseee 9% 
Se ...26% 
Some...... 15% 
2. Do too many call on you? ne Pee oe BB% 
ne ee 62% 
3. Do you consider them too aggres- Wiinsenasies 51% 
sive? a See = =| 


Some.......... see 8% 
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VI. What percentage of your income do you feel should be spent on insurance? 


Percentage of income 5-9 10-14 15-19 20-24 25-30 
IIR scsi cenectpscheseins eae 28% 17% 14% 9% 


VII. 1. How much ordinary life insurance do you own? 
$1,000-$5,000 $6,000-$10,000 $11,000-$15,000 $16,000-$ 20,000 


10% 26% 18% 14% 
$ 21,000-$ 25,000 $ 26,000-$ 30,000 $31,000 + 
14% 10% 8% 
2. Do you own industrial life insurance? eee 
No.. 96% 
3. Do you own group life insurance? Yes ... 8% 
ne ; 92% 
VII. A. 

(a) Do you consider your present insurance BB iii tit tm 30% 
adequate? No 70% 


(b) If not, how much more do you feel you need? 
$, 1000—$ 5,000 $ 6,000-$ 10,000 $ 11,000-$ 15,000 


2% 24% 38% 
$ 16,000-$ 20,000 $21,000—$ 25,000 $ 26,000 + 
13% 13% 8% 
(c) What type would you select if you were buying more? 
foarte wcrc si sibecerensseacscieod 28% 20-Pay Life........ screws 
Endowment 15% Term.. . 2% 
Straight Life 38% 
(d) Why don’t you buy more? Have enough now....................30% 
Can’t afford it 67% 
Other reasons . 8% 
VIII. For what immediate reason did you buy life insurance? 
Family protection.....................53% Savings.. ' 8% 
Salesman..... wlT%H Business 4% 
Investment 14% Other factors . 4% 
IX. Have you ever actually initiated the purchase of Yes 40% 
a policy with an agent? No. eer 
X. When you bought your last insurance how long had you known the agent? 
1-3 months 3 months—one year 2-5 years 6-10 years 
21% 20% 18% 10% 
11-20 years 21 years + 1years 
5% 5% 15% 
XI. Was the agent or the company behind Company....................48% 
the agent more important in influenc- Agent..: ‘ ey 
ing your final decision? Both 14% 
XII. (a) Does your wife own life insurance? Yes. 25% 
No 75% 





1. This includes answers such as: several; many; years, elc. 
2. Ezpressions here are percentages of total number of married men inlerviewed. 
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Favourable..... eae 94% 
Unfavourable . 0% 


(b) Has your wife been favourable or un- 
favourable to your purchasing 
your present life insurance? 

XIII. Do you prefer: 
\. To leave your insurance in a lump sum to your Wife? .......................c00e 44% 
2. To leave it to the insurance company to administer in 1 the form of regular 


SR a ER eto her ce Reta t silelststeasenciaeeatepese7 cae 

3. To have it administered by a trust company?... 20% 

XIV. Has any insurance salesman made out for you i Ricsnoccocdeabiees ..26 % 
a survey or audit of your life insurance? Paik....2%: ..TA% 


In answer to question No. I, with one exception, everyone stated that their 
attitude toward insurance was favourable. 








As would be expected few people had definite ideas as to how insurance 
salesmen’s methods could be improved. However, a few suggestions 


received are here noted: 


“Better selection and training of salesmen” 

“Better analysis of prospect’s needs” 

“By becoming more advisers and less distinctively salesmen” 
“Sell reason and not insurance” 

“A more systematic means of canvassing prospects” 


In answer to question No. IX 
(b), the conditions under which 
the person had actually initiated 
the purchase of a policy, practically 
all said they needed more insurance 
and called an agent whom they 
knew. The chief reasons for taking 
the additional insurance were: 
family protection, marriage, in- 
crease in income, business, savings, 
and succession duties. 

The results of question No. XII 
(c) and (d) were unsatisfactory 
inasmuch as many of the men inter- 
viewed did not know the attitude 
of their wife, or she was indifferent 
to the purchase of additional insur- 
ance. The results, however, show 
that 62 per cent. of the wives of 
the married men _ interviewed 
agreed with their husbands, 26 per 





cent. were indifferent, while the 
remaining 12 per cent. were either 
unfavourable or had a different 
opinion. 

While all but one were favour- 
ably inclined toward insurance, 
variations in the attitude were 
numerous. The majority were 
very much in favour of the institu- 
tion, but some were “lukewarm” 
and others looked upon it as a 
necessity. A few suggested that it 
was foolish to burden oneself with 
a lot of insurance while young in 
order to have a little more when 
you cannot enjoy it as much. 
On the other hand a good 
many advised young people to 
skimp if necessary in order to 
carry adequate insurance. 

The advertising material used by 
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insurance companies is read and 
considered effective. This survey 
shows that the educated class find 
time to read the sales promotion 
material of insurance companies. 
How much more effective then, 
must be the same material on the 
less educated class? They 
will not be as thoroughly ac- 
quainted with the benefits of insur- 
ance and will find this material 
educating and instructive. 


It will be very refreshing to exec- 
utives and salesmen to see that 85 
per cent. of the men interviewed 
considered insurance salesmen 
equal or better than other sales- 
men. In the past they have not 
been as efficient as they are today. 
Improved methods of training and 
supervision by insurance com- 
panies are having their effect and 
have consequently raised the stan- 
dard. A continued improvement 
in this direction will result in a 
corresponding decrease in the sales 
resistance of the public and in- 
creased business. 


The fact that 70 per cent. of 
those interviewed considered their 
present insurance inadequate, coup- 
led with the results of VII, A (d) 
which show that 67 per cent. are 
not buying more insurance because 
they cannot afford it, indicates 
that when the national income 


regains normalcy the insurancecom- 
panies should come in for a large 
share of it. The total amount of 
insurance owned by those inter- 
viewed was $1,118,000. The total 
amount of additional insurance 
that they felt they needed was 
$725,300. That is, they desired 
65 per cent. more than they already 
had. 


It is significant that forty-one 
per cent. of the last insurance pur- 
chased was obtained from a sales- 
man who had been known less than 
a year. Of this amount, over 
twenty per cent. was purchased 
from practical strangers. This can 
only indicate that the Canadian 
people have great faith in the stabil- 
ity of insurance companies and in 
the integrity of their salesmen. 


A Classification by Age Groups 


Modern sales methods stress 
selling insurance to fit the pros- 
pect’s needs. These needs vary 
with circumstances. There are cer- 
tain classifications, however, that 
may be used in studying the results 
of this questionnaire with a view 
to finding some of their needs. 
The first is the division according 
to age. By analysing the results 
in the various age groups it is pos- 
sible to detect what appeals will 
receive the greatest response. 
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EXHIBIT III 














“AgeGroup 
| 20-29 | 30-39 | 40-49 | 50-59 
| years | years years | years 
2. If you were buying additional hiinee! | 
tomorrow would you buy it for: 

(a) Business purposes? 8% | 24% 10% 
(b) Family protection? 45% | 68.5% | 90% 67% 
(c) Old-age income? 70% | 31.5% 38% 61% 


(d) Investment purposes? 
(e) Education of children? 


3. What method do you favour for planning | 


for your old age? 
(a) Use of annuities? 


(b) Accumulation of cash values of life | 


insurance 
(c) Investment in bonds or stocks 
(d) Put money in savings bank 


6. What percentage of your income do you | 


feel should be spent on insurance? 


7. How much ordinary life insurance o) 


you own? 


7A (b) How much more do you feel you 


need? 
Percentage of the group that are married 


Percentage that each group represents 


of total number 


7. TA (b) The amounts that the men inter- 


viewed think that they need 





20 %| 20% 33% 
18 % 42% | 10% 


| 35% 31.5% | 59% 61% 





35% | 45 % 55% | 50% 
| 15%| 2% 20% | 17% 


10% | 8%) MW%| 10% 
| 12% 14.5%| 148% | 12.4% 


| | 
'$6,500 | $12,000! $15,600 | $20,400 


11,000 | $10,250) $12,400 | $10,000 
38% 86 % 87% | 89% 
20% 32 % 28% 17% 














$17,500| $22,250] $28,000 | $30,400 





Considering the results of ques- 
tion No. II, the 20-29 age group 
showed a definite preference for 
old age income policies because the 
majority in that group were single. 
86 per cent. of the 30-39 age group 
were married so, as would be ex- 
pected, insurance for family pro- 
tection was most popular. Under 
the 40-49 age group it is significant 
that 90 per cent. favoured insur- 
ance for family protection also. 





Family protection and old age 
income were about on a par for the 
50-59 age group, probably because 
there is nearly enough insurance 
for family protection now, and at 
this age men are seriously consider- 
ing how to provide for themselves 
when their earnings have ceased. 
These results tell a complete story 
and yield considerable information 
on close scrutiny. 

Comparing (a) and (b) of ques- 
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tion No. III under the age groups 
it is seen that the older man 
favours annuities, but the mar- 
ried man between 30-39 cannot 
afford to buy them as his primary 
need is protection. Considering (a) 
and II together under the 20-29 
age group, it appears that the 
young man wants old age income 
insurance but is not sure how to 
plan it. This, along with the 
knowledge that the older a man 
becomes the more he favours 
annuities, indicates that the young 
unmarried man is a sure prospect 
for old age annuities and that he 
will never be sorry even if much 
pressure is brought to bear to make 
him buy. 

The figures in question No. VI 
indicate that the young man just 
starting out cannot or does not 
want to afford to pay out as large 
a percentage of his income for 
insurance. He takes out more 
insurance as his responsibilities 
increase. The percentages for the 
30-39 and 40-49 age groups were 
the same, but the older has a larger 
income. Hence, a man is at least 
in the market for insurance until 
he reaches sixty. This 
statement is supported by the per- 
centage in the 50-59 age group 
which, although less than the pre- 
vious two, represents a_ larger 
amount of money since a man in 
this group is making more money. 
Substantiation also follows from 


the results of question No. III, 
(a), which show that after a man 
has sufficient protection for his 
family he buys annuities for old age. 

Insurance executives and sales- 
men have definite ideas as to how 
much insurance a man should 
carry. The results of questions 
VII and VII, A, (b) give a close 
approximation of what the average 
man in each age group feels he 
should carry. 

Summary 

The men interviewed in this 
market analysis were, on the whole, 
interested in insurance. The gen- 
eral public is interested in insurance 
and reacts favourably to it. The 
results show that the market for it 
is fertile. At present, salaries are 
at a minimum. Practically one 
hundred per cent. of those inter- 
viewed who felt that they needed 
more insurance replied that they 
could not afford it. With people 
so favourably inclined toward insur- 
ance it should not be difficult to 
sell them even more than they feel 
they now need when the national 
income increases again. Recent 
economic experiences have affected 
a good many in such a way that 
they can appreciate the virtues of 
insurance and additional protec- 
tion, and security for old age should 
sound well in the ears of any man 
who suffered losses during the stock 
market crash of 1929 and the en- 
suing business depression. 











